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Abstract 
In the reality that to have peace and justice all over the world requires a sustainable development. Many organizations, 
like United Nations, and countries have been working to improve the level of living of people especially in the 
developing part of the world for many years. In this case the poverty chain which undeveloped and developing 
countries are facing very much is the huge barrier for these countries to develop their economies. To break the poverty 
chain, developing countries must have development objectives and an efficient development strategy; furthermore 
these strategies must be applied ambitiously to get success. Studies have shown that stray, not well planned and not 
intentioned and half-hearted initiatives have not been sufficient for sustainable development. International co-
operation and trade is one of the important steps, may be the first, for sustainable development and full benefit of 
countries efforts can be realized only with an effective international action. We know that however great undeveloped 
and developing countries efforts, these will not be sufficient to enable these countries to achieve the desired 
development goals as expeditiously as they must unless they are assisted through expanded financial resources and 
more effective economic and commercial policies by the developed countries. In this context since last two decades 
participation in Global Value Chains has been seen a new and popular way of development together with former 
strategies like an industrial development strategy.   
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1. Introduction 
 
Forty years ago United Nations (UN) General Assembly stated that the ultimate objective of development must be 
to bring about sustained improvement in the well-being of the individual and bestow benefits on all. This calls for a 
global development strategy based on joint and concentrated action by developing and developed countries in all 
spheres of economic and social life: in industry and agriculture, in trade and finance, in employment and education, in 
health and housing, in science and technology (UN Documents Gathering a body of global agreements, 1970). This 
global strategy is inevitable for especially developing countries because globalization has given rise to a new era of 
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international competition that is reshaping global production and trade and thereby altering the organization of 
industries (Gereffi 2011).  
 
Although global development strategy defined by UN based on economic, political, security etc., the main part of 
this strategy depends on economic interdependence of national economies across the world through a rapid increase in 
cross-border movement of goods, service, technology, and capital. This process is called as economic globalization, 
comprising the globalization of production, markets, competition, technology, and corporations and industries (Joshi, 
R. Mohan, 2009).  
 
Among the policy measures which UN proposed countries to get their goals and objectives on economic 
development; international trade, trade expansion, economic co-operation and regional integration among developing 
countries, financial resources for development, expansion and diversification of production, plan formulation and 
implementation come forward. If it is paid attention to these measures, these all span around international or at large 
global level.  These policy measures have been applied by the undeveloped and developing countries for many years 
by timely changing nature but never lost their multinational or global characteristic. Recently promotions of global 
value chains (GVCs) and GVCs led development strategies have been applying as development strategy.  
2. Methodology 
Theoretical approach was used in this paper to explain GVCs participation as development strategy. During the last 
decade the term GVCs has been using increasingly by researchers, corporations, countries etc. But because of the 
lacking theoretical and empirical researches on GVCs, international institutions, international organizations such as 
United Nations Conference on Trade and Development (UNCTAD), World Trade Organization (WTO), World Bank 
and few national level institutions are still trying to clarify the exact borders of the GVCs and to determine statistically 
dimensions and amount of GVCs. However only few countries have already established necessary structures to collect 
data on GVCs activities (Örgün, 2013).  
 
For the purpose of conforming this methodology, mostly the reports, released by WTO, UNCTAD, Fung Global 
Institute, researches on GVCs and websites such as http://www.globalvaluechains.org. were analyzed and the basic 
realities behind the GVCs has been explained. The relationship between GVCs and Global Supply Chains (GSC) is 
searched by comparing GVC and GSC activities.  
 
The transnational corporations (TNCs) are the most important driving factor for the new pattern of global 
production system. This new pattern for global production is defined as “borderless production system (UNCTAD, 
WIR Report, 2013)” and can be called “global value chains (GVCs)”. The term GVC is supposed to be explained 
firstly to clarify the dimensions and to draw the exact borders of this new production system. If the GVCs activities 
are explained in well and effective manner, the new development opportunities and strategies which GVCs offers to 
the developing countries can be explained easily. So induction method was used to clarify these new developments 
opportunities and GVCs and their offerings for development will be explained in terms of development.   
3. New international trade strategies by TNCs and developments of GVCs activities  
 The environment in which TNCs operate is very important for TNCs. Globalization is still changing lots of thing in 
the environment in which TNCs operate. These changings create a killing race and competition, various pressures and 
opportunities, including improvements in information technologies, the convergence of demand patterns across 
countries, the intensifications of competition and opening of markets to international trade and FDI (ÖRGÜN, 2014). 
So TNCs have been renewing their business strategies to respond these challenges and changings for a long period as 
explained below.  
  
Since the mid-1960s, U.S. companies have been slicing up their supply chains in search of low-cost and capable 
suppliers offshore. This process of “global outsourcing” initially focused on the simple assembly of parts supplied by 
U.S. manufacturers, typified by the U.S. production-sharing or “twin plant” program with Mexico, but the pace of 
offshore production soon accelerated dramatically (Dicken 2011).  
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In the 1970s and 1980s, U.S. retailers and brand-name companies joined manufacturers in the search for offshore 
suppliers of most categories of consumer goods, which led to a fundamental shift from what had been “producer-
driven” supply chains to “buyer-driven” chains. In “producer-driven” chains, power is held by final product 
manufacturers and is characteristic of capital-, technology- or skill-intensive industries. In “buyer driven” chains, 
retailers or marketers of the final products exert the most power through their ability to shape mass consumption via 
strong brand names (Gereffi 1994), within the chain, power is exerted by lead firms. The geography of these chains 
expanded from regional production-sharing arrangements to full-fledged global supply chains, with a growing 
emphasis on East Asia (Gereffi 1996).  
 
 In the 1990s and 2000s, the industries and activities encompassed by global supply chains grew exponentially, 
covering not only finished goods but also components, intermediate goods and subassemblies, and affecting not just 
manufacturing industries, but also energy, food production and all kinds of services, from call centers and accounting, 
to medical procedures and core research and development (R&D) activities of the world’s leading multinational 
corporations (Citation from Gereffi G. and Lee J., Engardio, Engardio and Einhorn 2005; Wadhwa et al. 2008). In 
2009, world exports of intermediate goods exceeded the combined export values of final and capital goods, 
representing 51 percent of nonfuel merchandise exports (WTO and IDE-JETRO 2011, p. 81).  
  
The fragmentation of production processes and the international dispersion of tasks and activities within them have 
led to the emergence of borderless production systems. These can be sequential chains or complex networks, their 
scope can be global or regional, and they are commonly referred to as GVCs”. Governments and international 
organizations are taking notice of this emerging pattern of global trade, which is being called a shift from “trade in 
goods” to “trade in value added” and “trade in tasks” (OECD 2011). The GVC framework focuses on globally 
expanding supply chains and how value is created and captured therein. By analyzing “the full range of activities that 
firms and workers perform to bring a specific product from its conception to its end use and beyond” (Gereffi and 
Fernandez-Stark 2011, p. 4), 
  
These new strategies imply significant changes in how production is organized across borders; they have led firms 
to locate a wider range of their value-adding activities abroad. The strategies of TNCs increasingly involve more 
complex forms of cross-borders integration. Under the simplest strategies –standalone affiliates or multi-domestic 
affiliates engaged in international production while serving a single host economy or host region- affiliates have a high 
degree of autonomy from the parent firm. They are responsible for most of the activities that comprise their value 
chain, and in some instances can act as self-contained entities.  
  
TNCs have been restructuring their operations internationally through outsourcing, offshoring activities and vertical 
integration. These international production operations can be called as global value chains (GVCs) (World Trade 
Organization, World Trade Report, 2013). The GVC concept focuses on value creation and value capture across the 
full range of possible supply chain activities and end products (goods and services). GVC analysis highlights the 
international expansion and geographic fragmentation of contemporary production networks and focuses primarily on 
the issues of industry (re)organization, coordination, governance, and power in the supply chain. Its concern is to 
understand the organizational reconfiguration taking place in global industries and its consequences. The GVC 
approach also explores the broader institutional context of these linkages, including trade policy, regulation, and 
standards (http://www.globalvaluechains.org).  
 
As a result, as supply chains go global, more intermediate goods are traded across borders, and more parts and 
components are imported for use in exports (Feenstra 1998). Trade is increasingly driven by GVCs; about 60 per cent 
of global trade, which today amounts to more than $20 trillion, consists of trade in intermediate goods and services 
that are incorporated at various stages in the production process of goods and services for final consumption. TNC-
coordinated GVCs account for some 80 per cent of global trade (UNCTAD, 2013). 
4. Opportunities/benefits and drawbacks for developing countries arising from GVCs 
 After explaining GVCs, there is a need to talk about current status of GVCs. GVCs have become a dominant actor 
of the world economy, involving countries from the poorest to the most advanced. The main theme of GVCs is that the 
production of goods and services is increasingly carried out wherever the necessary skills and materials are available 
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at competitive cost and quality. This growing fragmentation of production across borders has important implications 
on trade and investment patterns and policies and offers new prospects for growth, development and jobs especially 
for undeveloped and developing countries. 
  
The importance of GVCs for developing countries economic growth and development was highlighted at the Los 
Cabos Summit in June 2012, G20 leaders noted “… the relevance of regional and global value chains to world trade, 
recognizing their role in fostering economic growth, employment and development and emphasizing the need to 
enhance the participation of developing countries in such value chains.” (OECD, WTO, UNCTAD, Implications Of 
Global Value Chains For Trade, Investment, Development And Jobs, 2013) 
  
4.1. Opportunities and benefits of GVCs 
 
 Some important opportunities and benefits which can be useful especially for developing countries arising from 
GVCs are mentioned as; 
 - Overcoming obstacles to GVC participation can pay big dividends to developing economies. Having appropriate 
policies to adapt GVCs activities, with the fastest growing GVC participation have GDP per capita growth rates 2% 
above average (OECD, 2013).  
 - Developing countries can decrease trade costs by applying practical and inexpensive measures which are very 
important for being part of GVCs. 
 - GVCs can be an important avenue for developing countries to build productive capacity where local firms can 
capture a significant share of the value added.  
 - The countries, wanting to be a part of GVCs and to reap the gains from GVCs participation must have open, 
predictable and transparent trade and investment regimes. These types of regimes facilitate not only GVCs 
participation but foreign direct investments (FDI) as well.  
 - GVCs participation requires skills, educated labor, productive capacity, successful global supply chain 
participation and effective logistics, information infrastructure. These features for developing countries also play an 
important role to have successful and sustainable development in long term.  
- The experience of a number of emerging economies demonstrates that engagement in GVCs can offer a fast track 
to development and industrialization. The value added that some emerging economies have gained from participation 
in manufacturing GVCs has increased steadily over time (Figure 1) (OECD, 2013).  
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Source: OECD (2013). 
Figure 1. Income derived from GVCs in manufacturing, selected economies, 1995 and 2009 
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 - Participating GVCs open a new door for undeveloped and developing countries to develop and to have a strong 
and productive economy. GVC participation mostly requires specialization in specific tasks such as automobile   parts, 
electronic devices parts etc., this specialization allows them to engage in GVCs in ways would not have been possible 
just a decade ago. Undeveloped and developing countries now don’t have to be successful in all industries they 
engaged but only industries which dominated by GVCs.   
 - To be a part of existing GVCs and to act freely in GVCs is relatively easy to build a complete value chain, in 
which producing both intermediates and final products.  
 - Because GVCs have low entry barriers, they enable firms to realize export success relatively quickly and at low 
cost and to become export-competitive by specializing in specific activities and tasks. For example, China specialized 
in the assembly of final products in the electronics industry and has become the largest exporter of ICT products; other 
countries specialized in the assembly of intermediates (e.g. sub-systems for motor vehicles in Mexico), the production 
of parts and components, or ICT services, e.g. India (OECD, 2013, p. 20). 
- It is understood that every country and every industry can benefit from GVCs because nowadays all 
manufacturing activities and increasing number of services sectors is subject of activities of GVCs. In industries such 
as mining, textiles and apparel or machinery, more than one-third of imported intermediate inputs are used to produce 
exports (Figure 2).    
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Source: OECD/WTO TiVA database, May 2013 release. 
Figure 2. Intermediate imports embodied in exports, % of total intermediate imports (2009) 
 
 - GVCs are generally helping countries increase their income. The income derived from trade flows within GVCs, 
measured as the domestic value added embodied in foreign final demand (that is, “exports of value added”), has 
increased by 106% between 1995 and 2009 (in real terms) (OECD, 2013, p. 21).  
 - It is easily understood that GVCs activities create jobs and increase employment rate. The gains in terms of 
increased income translate into a higher number of jobs. Figure 3 illustrates that between 1995 and 2008, a higher 
share of employment consisted of jobs sustained by foreign final demand (OECD, 2013, p. 21). The percentage varies 
according to the size and specialisation of countries but an increase is observed in most economies.  
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Source: OECD/WTO TiVA database, May 2013 release and STAN, based on preliminary estimates. 
Figure 3. Jobs sustained by foreign final demand, as a % of total employment 
 
  - GVCs are more than just an efficient way of producing goods and services. They are also an international 
channel for ideas. These ideas can take the form of new knowledge and innovations, as embodied in intermediate 
goods and services and production methods (OECD, 2013, p. 21). 
 - The interdependence arising from GVCs makes trade policies have more prevalent and urgent effects. The more 
global GVCs activities, the more interdependent trade policies. Interdependent trade policies have been the most 
important subject of international and regional trade agreements for a long time.  
 - Participation GVCs helps countries attract foreign direct investments (FDI). In GVCs, for intermediate goods and 
services trade, fast and efficient customs and port procedures are essential to the smooth operation of supply chains, as 
goods cross borders many times, first as inputs and then as final products. The countries where customs and port 
procedures are fast and efficient will be the best location for FDI as well.   
 - If the GVCs are working with regional production network, regional trade agreements (RTA) are more effective 
to promote the expansion of GVCs. In this case GVCs helps decrease trade barriers through creation of more RTAs.    
 -  GVCs can serve as a mechanism to transfer international best practices relating to social and environmental 
issues. 
 
4.2. Drawbacks of GVCs  
  
 GVCs also have some drawbacks naturally as follows; 
- International organizations, like WTO, UNCTAD etc., have been trying to liberalize trade and decrease the tariffs 
and non-tariff barriers for trade. But GVCs tend to increase the tariffs, because when intermediate inputs are traded 
across borders multiple times tariffs will be cumulative. 
- All GVCs require well-functioning transport, logistics, finance, communication, and other business and 
professional services to move goods and coordinate production along the value chain. This phenomenon increases the 
importance and share of services and burden of being part of GVCs.  
- Success of GVCs may be hindered by anti-competitive applications, if the competition regulations are not good 
and effective. The domestic competition laws and cooperation with the other countries are very important to get 
benefits of the GVCs activities.   
- GVCs participation requires sufficient investment in skills and sophisticated technological progress. Without these 
requirements involvement in GVCs do not translate into productivity growth, and countries can no longer compete in 
an increasingly knowledge-based global economy (OECD, 2013, p. 22).  
- If governments choose GVC-induced growth as strategy, they must improve employment conditions to relieve 
workers who lost their jobs because of shifting resources from less productive activities to more productive ones. 
- As mentioned earlier one of the benefits arising from GVCs is employment gains. But global buyers (especially in 
buyer driving supply chains) often force countries involved in GVCs about lowering costs, this can make employment 
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in this sectors more unstable and working conditions poorer. People may lose their jobs, may have to take lower 
salary, this would make living conditions worse and morale may suffer in the people.  
 
5. Development strategies (general development strategies vs GVC-led strategies) 
 
5.1. General development strategies 
 
If we remember the strategies and the policy measures, which UN proposed countries to get their goals and 
objectives on economic development, are international trade, trade expansion, economic co-operation and regional 
integration among developing countries, financial resources for development, expansion and diversification of 
production, plan formulation and implementation (UN General Assembly, 1970). And it is understood that UN 
proposes development strategies focusing on not particularly on intermediate goods and services but focusing 
generally on international trade expansion and diversification of production.  
 
5.2. GVC-led strategies  
 
UNCTAD defines GVCs in World Investment Report (2013) as “Today’s global economy is characterized by 
global value chains (GVCs), in which intermediate goods and services are traded in fragmented and internationally 
dispersed production processes” (UNCTAD, WIR 2013). As easily seen from this definition, fragmented and 
geographically dispersed production process are the main part and the important feature of the GVCs activities, but 
may be the more important thing is the cost matters of production and trade. In this context GVCs emphasize that 
production must be executed at locations which have competitive costs and productive infrastructure. So it is 
understood that GVCs participation strategies as part of development strategies must focus on production and trade of 
intermediate goods and services particularly at different and lowest cost locations.  
 
Active promotion of GVCs and GVC-led development strategies imply the encouragement and provision of support 
to economic activities aimed at generating exports in fragmented and geographically dispersed industry value chains, 
based on a narrower set of endowments and competitive advantages. And they imply active policies to encourage 
learning from GVC activities in which a country is present, to support the process of upgrading towards higher value 
added activities and diversifying into higher value added chains (UNCTAD, WIR 2013).  
 
The contrast between these development strategies is as follows; first UN proposed policy measures and strategies 
are generally about international or global trade expansion, plan based development, including all types and stages of 
production, goods, services and must be applied by all countries, although GVC-led strategies focus on local, 
geographically fragmented production on intermediate goods and services. The alternative, by implication, is an 
industrial development strategy aimed at building domestic productive capacity, including for exports, in all stages of 
production (extending to the substitution of imported content of exports) to develop a vertically integrated industry 
that remains relatively independent from the key actors of GVCs for its learning and upgrading processes (UNCTAD, 
WIR 2013).  
 
5.3. General development strategy vs GVCs-led strategies 
 
After these explanation we can say that countries must have development strategies and policy measures such as 
international, global trade expansion, economic co-operation and regional integration among developing countries, 
financial resources for development, expansion and diversification of production, plan formulation and 
implementation in general and then ıf they wish to be part of any GVCs they can have GVC-led strategies.  
 
Whether countries choose one of two developments strategy is not a question of course, this is not a choice, this is a 
must to apply both two development strategies together. May be it can be said that GVCs-led development strategies 
should be taken account of as an integral part of overall, general development strategy. Promoting GVC participation 
requires carefully tailored measures which are also coherent with a country’s overall development strategy.  
 
As we said earlier policies applied for being part of GVCs must coherent with a country’s development strategies 
and efforts to support private sector development. A broad range of policy areas can influence a country’s ability to 
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become involved in and benefit from GVCs. These include education policy and skills development, infrastructure 
development (logistics and supply chain structure must be involved in infrastructure), initiatives to improve public 
governance, the tax framework, and the corporate governance framework, institutional structure and stability etc.  
 
6. GVCs participation for developing countries  
 
6.1. Advices for developing countries  
 
As GVCs increasingly are dominating international or global trade through intermediate goods and services, and 
especially the developing countries are the biggest and important part of GVCs, it is inevitable for developing 
countries to be part of any GVCs. But even in this case these countries must not leave their overall development 
strategies. Policies for being part of any GVCs must absolutely be integrated countries development strategies. So a 
tailor made approach and policies which necessary for participating to particular GVCs need to be followed.  
 
We have already mentioned earlier about difficulties building a complete supply chain for developing countries 
because of this reason it is relatively easy to participate in GVCs. In this case skills and infrastructure are very 
important elements in any strategy to participate in GVCs and these are often areas where developing countries, face 
considerable challenges including in terms of mobilizing foreign and domestic financial resources. In addition, 
improving public governance, the tax system and corporate governance framework may also often be important.  
 
Developing countries are supposed to improve and expand also their technological infrastructure, and shift their 
export pattern from resource-based exports to exports of gradually increasing degrees of technological sophistication.  
 
 GVCs policies should focus on intermediate goods and services because final goods and services are less effective 
in GVCs dominated environment. 
 
 If countries decide to actively promote GVC participation, policymakers should first determine where their 
countries' trade profile and industrial capabilities stand and evaluate realistic GVC development paths. Subsequently, 
gaining access to GVCs, benefiting from GVC participation and realizing upgrading opportunities in GVCs requires a 
structured approach that covers a number of policy dimensions, including (OECD, 2013):  
 
- embedding GVC policies within the broader development framework, including policies aimed at supporting 
private sector development;  
- creating a conducive investment environment and building productive capacities in local firms;   
- putting in place a strong environmental, social and governance framework; and  
- ensuring coherent trade and investment policies. 
 
6.2. Problem areas for developing countries 
 
Countries must be very careful about selecting the sectors they wish to be in for GVCs participation. If these sectors 
are in low-income, low-value and low-skill level class, country may be a part of GVCs but never be a developed 
country.  
 
As GVCs are looking for cheapest production possibilities, MNCs which are leading GVCs mostly force 
developing countries to reduce labor wages. In this case workers would suffer from lower income and worse living 
conditions.   
 
Countries will replace natural resources usage from sectors which has low income to sector which involved in 
GVCs, this can cause workers, working in low income sectors, losing their jobs.  
 
7. Conclusion  
 
Although almost all countries have increased their GVC participation over the past two decades, but a significant 
group (about 20 per cent) has not seen a relevant increase in GVC growth relative to the size of their economies. Some 
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countries, those with either significant resource based exports, or sufficient growth potential based on domestic 
demand, or a combination of both size and resource factors, have seen economic performance in line with the most 
successful GVC-led- growth countries (UNCTAD WIR 2013).  
 
It thus appears that countries can make a strategic choice whether to promote or not to promote GVCs participation. 
To do so, they need to carefully weigh the pros and cons of GVC participation, and the costs and benefits of proactive 
policies to promote GVCs or GVC-led development strategies, in line with their specific situation and factor 
endowments. It should be noted that promoting GVCs participation implies targeting specific GVCs segments, i.e. 
GVC promotion is often selective by nature. Moreover, promotion of GVCs participation is only one aspect of 
country’s overall development strategy. However, for the majority of smaller developing economies with limited 
resource endowments there is often little alternative to development strategies that incorporate a degree of 
participation in GVCs.  
 
Most developing countries are increasingly participating in GVCs, but many are still at an early stage of GVC 
development. An encouraging aspect of GVCs is that the prerequisites for the development of activities within value 
chains, and the determinants of investment in such activities, are generally fewer than the prerequisites for industries 
as a whole. Nevertheless, a key challenge for policymakers remains how to gain access and connect local firms to 
GVCs.  
 
 GVC links in developing countries can play an important role in developing economies, in particular by 
contributing to GDP, employment and growth. The scope for these potential contributions depends on the 
configuration and governance of GVCs and on the economic context in GVC participant countries (including 
productive capacities and firm capabilities). The policy challenge is thus how to maximize the development benefits 
from GVC participation.  
 
 Longer-term, GVCs can be an important avenue for developing countries to build productive capacity, including 
through technology dissemination and skill building, opening up opportunities for industrial upgrading. However, the 
potential long-term development benefits of GVCs are not automatic. GVC participation can cause a degree of 
dependency on a narrow technology base and on access to MNE-coordinated value chains for limited value added 
activities. 
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